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HIGHLIGHTS OF ACTIVITIES 


PRODUCTION 
NGL OU DaAKlOlS enh nee bo aicpaed vio Eh hoo & Me Babe ae 
Netigas Wi MCE litera en here cits <tr @ Ss isdn re sees 


RESERVES 
ON UDALL GIS): «a. arth. SI Rt TRO Re nae bree ee 
Gasi(ii MMC acens sc ane Pe aa ered Men: Oe: Li ae 


LAND HOLDINGS (excluding carried interests) 

(in acres) 
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FINANCIAL 
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1973 
191,426 
614,000 


2,805,600 
147,671 


277,285 
832,243 
6,600 


$ 700,980 
$ 220,644 
5.3¢ 
4,191,119 
$ 581,627 


$ 
$ 


$ 


1972 
197,098 
284,806 


2,808,000 
141,031 


277,285 
1,109,026 
11,200 


577,348 
193,706 
4.9¢ 
3,961,022 
425,715 


TO OUR SHAREHOLDERS 


The year just past, 1973, will surely go 
down as one of the most chaotic in the 
history of the oil industry. However, from 
our Company’s point of view, it has been 
a year of great progress, both in North 
America and abroad. Concrete steps 
were taken to put some of our shut- 
in gas on stream and exploration news in 
Europe and the Arctic, where we have 
interests, continued to be very en- 
couraging. Our financial position im- 
proved and we can look forward to further 
improvement as more of our gas goes on 
stream and as gas and oil prices continue 
their rise. 


The causes of the reputed “energy 
crisis” in late 1973 need no discussion 
here. Obviously a realignment of world 
power has taken place with the concentra- 
tion of financial and energy control which 
now resides in the Middle East countries. 
Consuming nations will be stimulated to 
use energy more efficiently and will make 
every effort to reduce dependence on 
foreign sources as a short term result of 
the “energy crisis’. This is good from a 
conservation point of view and may 
provide opportunities for explorers. 
However, the longer term consequences 
of the Middle East countries’ new position 
of strength is not at all clear and hinges on 
how they use their power. In Canada, our 
Federal and Provincial governments 
reacted to the “energy crisis” by resorting 
to a variety of confiscatory measures 
which, if perpetuated, can only result in 
the discouragement of exploratory activity 
in Canada by companies such as ours. All 
this is being done in the name of 
“constitutional responsibility” and ‘“con- 
sumer protection”. Aside from the 
questionable morality of such self- 
seeking postures by elected politicians in 
a society supposedly based on principles 
of free enterprise and democracy, the fact 
is that these activities can only hurt the 
Canadian public in the long run. Our 
governments look ridiculous and 
vacillating. Confidence in Canada as a 


good place to do business is seriously 
weakened. If investors lack confidence, 
explorers here will find it very difficult 
to finance the replacement of reserves 
and Canadians will eventually go short. 


Probably the Federal government, by 
imposing restrictions and extra taxes on 
crude export and by freezing domestic 
crude prices, did the most damage. At 
one stroke they managed to antagonize 
our largest trading partner, diverted funds 
desperately needed for exploration and 
threatened Provincial control over natural 
resources. However, the Provincial 
governments further damaged their oil 
industry by expropriating production, im- 
posing duplicate taxes and controls and 
abrogating long standing royalty 
agreements. Even the new royalty struc- 
tures were themselves soon replaced with 
completely open ended systems. Provin- 
cial governments offered some mitigation 
in the form of credits against royalties, 
taxes and rentals for exploration drilling 
but their recent record of agreement- 
breaking may weigh more heavily with 
explorers than their hastily conceived 
incentive schemes. 


It is a tragic situation which has already 
resulted in a flight of exploration capital to 
other places where the opportunities are 
equal, prices better and political climate 
more stable. 


Our Company has followed a policy 
over the last few years of gradually 
building up a diversified exploration ex- 
posure consisting of short-term programs 
in the Canadian Prairie Provinces and 
northern United States, and the longer 
range frontier area programs in the Cana- 
dian Arctic Islands, the North Sea and the 
Mediterranean. The present. climate_in 
Canada _suggests_that_we should reduce 
Canadian activities-and-coneentratemore 
on expansion-of-our-foreign—operations. 


EXPLORATION AND DEVELOPMENT 


United Kingdom, North Sea — Block 3/7 


The pace of exploration and discovery 
in the North Sea, north of the 59th degree 
of latitude, continued unabated during 
1973. At the start of the year, the Frigg gas 
field had been discovered on the 
Norwegian side of the border and in U.K. 
waters, the Thistle, Cormorant and Brent 
oil discoveries had been made. Drilling 
during the year uncovered nine new 
shows and some extensions to the 1973 
discoveries. Of the 36 holes drilled to date 
in U.K. waters north of 59°, five are dry, 
five are still drilling without firm in- 
dications and 26 are oil wells. An extraor- 
dinary record. The Company’s 20% in- 
terest in Block 3/7, acquired in 1971, 
assumes greater importance with every 
hole drilled in the area. Geophysical sur- 
veys indicate that the block covers por- 


North Sea seismic vessel in action. 


“Courtesy of G.S.I.” 


tions of two structures, one of which is 
now known to contain the Ninian oil field 
with two oil wells in it. These wells lie 
within 3 miles of the edge of the block and 
further development of the field is ex- 
pected to take place in 1974. 


Structures in this part of the North Sea 
are apparently cut by complex fault 
patterns and have major pinchouts 
against them. Each structure could con- 
tain several separate, different kinds of 
pools, both structural and stratigraphic, 
each of which will have to be tested by the 
drill. Our Company, the operator of the 
Block 3/7 group, is planning additional 
detailed seismic surveys in 1974. We also 
plan to drill two holes — one on each 
structure covered by the block. The 
current shortage of rigs makes it difficult 
to state exactly when these will be drilled 
but it is hoped to do so before the end of 
1975. 


North Sea Petroleums Limited 


Our Company organized North Sea 
Petroleums Limited, a British company, in 
1973 to take overall of our European _ 
exploration programs-with-the-exception 
of those pertaining to Block-3/7-This-new- 
Corporate vehicle provides us with the 
-financial ability to undertake mucharger 


projects than we could-do-on—our-ewn. 


The shareholders, besides Canada 
Northwest Land Limited with 28%, are The 
Scottish American Investment Company 
Limited and The Scottish European 
Investment Company Limited, both of 
Edinburgh, Scotland and The Scottish 
Amicable Life Assurance Society of 
Glasgow, Scotland. Management will be 
supplied by our Company through an 
office established in London. 


North Sea has a 50% interest in a group 
which was awarded five permits off the 
east coast of Spain, 35 miles east of the 
Amposta oil field. These permits total 
168,370 acres. A geophysical program is 


planned for the spring of 1974 over the 
permits. 


By trades involving its interest in south 
Sicily offshore permits, awarded during 
1973, North Sea acquired between 13% 
and 27%2% interest in 202,908 acres of 
permits in the same area. Geophysical 
surveys will be conducted over the blocks 
in 1974. Other applications have been 
made in other Italian offshore areas. 


During the year, North Sea applied for 
permits offshore Greece totalling 1.5 
million acres. It is hoped that these 
awards will be made during 1974. 


The farmees of the 3.6 million acre 
Tunisia permits drilled a dry hole in the 
Gulf of Tunis in 1973. The Gulf of Gabes 
permits (which adjoin recent discoveries) 
and the southern desert permits will have 
additional geophysical surveys on them in 
1974 and possibly another hole. 


North Sea participated in extensive 
geophysical surveys in offshore United 
Kingdom areas which may be offered in 
the sixth round of licence applications. 
Pressured by the current energy crisis, 
the U.K. government may announce the 
opening of new areas during 1974. 


North Sea is participating in a 
Norwegian group making applications for 
some of the 36 Norwegian North Sea 
blocks offered on September 17, 1973. 
Following the initial application, our group 
has been involved in continuing dis- 
cussions of programs with the govern- 
ment there. Awards are not expected until 
later in 1974 or in 1975. 


Panarctic Oils Ltd. 


Our Company’s 4%% share interest in 
Panarctic acquired last year, has proven 
to be a very exciting window on Canadian 
Arctic Islands exploration. In this area, 
industry is making steady progress 
towards developing the threshold 
reserves necessary to justify a pipeline 


south. There is enough confidence that 
sufficient reserves exist in the basin that 
planning by the Polar Gas Project pipeline 
group is moving into high gear. This 
group now consists of several major com- 
panies representing all facets of the 
natural gas industry in North America. 


In 1973 Arctic drilling continued 
throughout the whole year thus speeding 
up exploration considerably. Industry 
drilled some 23 holes during the year, of 
which three wells added substantially to 
reserves. Two of these, Hecla and Thor, 
were drilled by Panarctic. In 1974 Panarc- 
tic’s exploration and development 
program will be similar in size to the 1973 
program but will involve the drilling of 
more prospects developed by the com- 
pany’s own staff as the farmin earning 
program is now complete. These 
prospects, proposed for drilling over the 
next two years, are considered very 
potential. At the year end, eight holes 
were being drilled by Panarctic, of which 
Taleman and Bent Horn, encountered 
very encouraging, shows of oil. Another 
gas discovery was made on King Chris- 
tian Island by another operator. 


Panarctic is now entering the most 
interesting and critical period of Arctic 
Islands exploration. It has found good 
reserves and will be drilling its best 
prospects. Because of the encouraging 
results to date, it has been able to draw on 
a wide variety of financing sources. In 
1974-75 it will manage a $55 million ex- 
ploration program of which less than 50% 
could be contributed by Panarctic itself. 
Future gas purchasers and farmees will 
contribute exploration funds, and in addi- 
tion, in 1974 the original farmors will be 
offered part of the shares to be sold to 
finance the 1974-75 program. 


The world energy crisis which is 
ushering in a new era of higher energy 
prices is, as well, emphasizing the 
dangers to North Americans of becoming 
too reliant on foreign supplies. In this 


context it should become increasingly 
obvious how essential Panarctic’s pro- 
jects are to long term North American 
energy security. The higher prices ex- 
pected for gas and oil ensure the 
profitability of this venture and we are 
confident that it will be allowed to com- 


plete the very essential job it was set up to 
perform. 


Our Company’s President was ap- 
pointed to the Board of Panarctic in 
December to represent Canada 
Northwest Land Limited’s interests. 


Drilling rig at Hecla in the Canadian Arctic. 
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“Courtesy of Panarctic Oils Ltd. Calgary, Canada.” 
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Natural gas compression plant under construction at Hilda. 


“Courtesy of Atlantic Richfield 
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United States 


Our Company’s exploratory exposure 
in the United States, where gas and oil 
prices are higher and governments less 
restrictive than in Canada, was being 
expanded at year end. Land acquisition 
programs were initiated in areas of 
geological potential in Montana, North 
Dakota and Kentucky. Approximately 
20,000 acres have been acquired in these 
areas. In addition, a 10% interest was 
taken in a 500,000 acre geothermal land 
filing, spread through the states of Califor- 
nia, Idaho, Nevada, Oregon and 
Washington. The commercial potential of 
electrical generation based on steam 
recovered from “hot spots” on the earth’s 
crust has been amply demonstrated in 
northern Italy at Larderello and northern 
California at Geysers. The group will con- 
duct detailed geological surveys in these 
areas. 


Rio Alto Exploration Ltd. 


Our Company acquired 21% of the 
shares of this mineral exploration com- 
pany when it completed the acquisition of 
Red Deer Minerals Ltd. in 1973. Subse- 
quently an additional 7% of the shares 
was acquired for cash to supply working 
Capital. Rio Alto has established its own 
staff and is actively exploring for coal in 
western Alberta, uranium in northern 
Saskatchewan and base metals in British 
Columbia and Australia. It has a modest 
cash flow from oil properties and 
preproduction payments on some of its 
farmed out coal properties. Its shares 
trade on the Calgary Stock Exchange. 


Gas Contracts 


In 1972 all of our Company’s gas 
reserves were placed under a conditional 
contract with Pan-Alberta Gas Ltd. In 
September, 1973 it became apparent that 
Pan-Alberta would not get a gas export 


CT CES UR) TE 


EXPLORATORY ACREAGE 
PETROLEUM & NATURAL GAS WORKING INTERESTS 


ee 


1973 1972 
Canada Gross Net Gross Net 
Alberta: 
Freeholdtitles ........... beeper 115,667 40,464 115,667 40,464 
Leases, permits & licences ...... _ 264,876 142,810 247,532 _ 122,849 
380,543 183,274 363,199 163,313 
Saskatchewan: 
Freeholdtitles ................ 202,922 202,922 202,922 202,922 
KeaSeS ris oa Puan ce Ee Nw 23,106 18,209 17,730 12,953 
226,028 221,131 220,652 215,875 
Manitoba: 
Freehold titles ................ 33,899 33,899 33,899 33,899 
LE@ASCS ee eke ES erates as SE eae Tow e ay ee 282 
33,899 33,899 | 35,339 34,151 
Arctic Island permits ............. 1,067,455 324,438 1,386,549 739,813 
East Coast offshore permits See 352,763 176,382 352,763 176,382 
1,420,208 500,820 | 1,739,312 916,195 
U.S.A. ; 
Montana: 
[CASCS oe ee Ne a ees 14,519 3,342 30,694 11,510 
Foreign 
United Kingdom: 
North: Sea ue On ee ee Cee eos 50,025 10,005 50,025 10,005 — 
TUMSIA scot bare Ria, cake) tes Fie mMEN AR ee eS 3,526,172 35,262 .3,526,172 35,262 
Hab yiced cope Os Gece trace aetaee are saat 202,807 37,610 
Spaingsee wave has rues Cee Py aute 168,370 84,185 


3,947,374 167,062 3,576,197 45,267 


Total P. & N.G. Working 
INterests: Foe i aa ea Sot 6,022,571 1,109,528 5,965,393 1,386,311 


PETROLEUM & NATURAL GAS CARRIED 
INTERESTS (GROSS ACRES) 


1973 - 1972 
Canada 
Beaufort Sea: iP eee oa ee a 307,408 307,408 
Ft. Norman and 
Beaver River, N.W.T. .........+-- 148,019 148,019 
Flemish: Cap: “cvake wtege baa enes 43,462 43,462 
Albertaciocl Fc rahe eteaa hoo cee 11,232 11,232 
510,121 510,121 
MINERAL WORKING INTERESTS 
1973 1972 
Gross Net Gross Net 
Alberta coalleases ........-:.+5: 13,200 6,600 13,200 11,220 


ge 


SEONGOLIDATED BALANCE SHEET 
DECEMBER 31, 1973 AND 1972 


ASSETS 

Bae : 1973 1972 

- CURRENT: 

-. Cash and shortterm deposits ............-- +e eee ees $ 1,103,468 | $ 190,863 
Marketable securities — at cost (Market value: 

1973 — $160,000; 1972 — $82,200) ........-.-..-.--- 89,424 59,823 
Wecounts receivable. 3. cs ees bee Se ee ces 705,874 506,494 
Drilling supplies — atcost ........ 6. eee eee eee eee 52,416 

| 1,951,182 757,180 
INVESTMENTS — at cost: 
pPanarctic ONS Lid. Gas i ey 15,176,007 14,275,380 
North Sea Petroleums Limited, a corporate 
joint venture (Note 1) 2.6.2... 6. eee eee es 99,275 
Red Deer Minerals Ltd. (Note 1) .......-....5s seer eee 324,000 
15,275,282 14,599,380 
PROPERTY AND EQUIPMENT (Notes 1 and 2): 
Oil and gas properties — at cost less 
accumulated depletion (1973 — $796,462; 
ROT SOB OU Oe Sc eee ee NS nse 5,535,820 4,126,499 
Production and other equipment — at cost less 
accumulated depreciation (1973 — $155,983; 
O72 6107 O00) a ere eee ts 663,342 319,811 
6,199,162 4,446,310 
OTHER: 
Memndavle: deposits 24 fee ia eye oe Sek ee 68,717 85,176 
Unamortized debt discount and financing 
COSTS NOLS Sy ee nd ie re ka ee RS 520,029 97,956 
Due from employees under stock purchase 
DIARUNGIG Oia, ee Fc re ie Werk ete tele ge ee 170,333 
759,079 183,132 
$24,184,705 


$19,986,002 


LIABILITIES 


1973 
CURRENT: 
Accounts payable and accrued charges ..........-.--+> 976,401 
Long term debt due within one year (Note Hy Raven Mune omen eSe 393,154 
1,369,555 
LONG TERM DEBT (Note 3) ............---..2- eee 6,810,267 


SHAREHOLDERS’ EQUITY: 
Capital (Note 4) 
Authorized: 3,000,000 2% non-cumulative redeemable, 
preferred shares of a par 


{ 


i value of $1 
- 6,000,000 common shares of no par value 
Issued: 4,260,969 common shares, 1972 — 
3,961,022 shares ........-.. 15,640,948 
Less 69,850 shares held by Red Deer 

Minerals td zis cuss ee cos : 422,593 
- 4,191,119 15,218,355 
Retained earnings acc. auc a Ree ees anes Siig ae 786,528 


16,004,883 


On behalf of the Board: 


Nat Director. 
$24,184,705 


See accompanying notes. 


1972 


178,311 
153,154 


~ 331,465 


4,997,260 


13,838,000 


13,838,000 


819,277 


14,657,277 


$19,986,002 


CONSOLIDATED STATEMENT OF INCOME 


YEARS ENDED DECEMBER 31, 1973 AND 1972 


aM Revenue: 


Oil and gas sales and other operating revenues ........ 
Investment and sundryincome ................. Rae aH 


Deduct: 
Operating Gxpenses ie se ee eas 
General and administrative expense ................ 
EOS teh eG A nek as plas on cels Ja atk Sys 
Mincraltaxes.72 0 40. aes § eee eae oe 


Cashincome from operations ...........2....20. 0008. 


Deduct: 


DepIGUONee rie sti tise tee Ee ea eee AE es 
DO OFECIAHON ices wer ornis cd are Wee a BeOS wane 
Amortization of debt discount and financing 

GOStS (NOte SO) sa as ce ees a ee 
Deferred interest on Series B Debentures (Note 3) ...... 


_ Net loss for the year (Note 5) ......... ia ea ea eet oy a8, 


INGEIDSS Der. SNAG, 45k ees a eee se ane ee ed 


CONSOLIDATED STATEMENT OF RETAINED 
YEARS ENDED DECEMBER 31, 1973 AND 1972 


Balance at beginning of year 
Net loss for the year 


See accompanying notes. 


1973 


ae $666,954 
a 34,026 


700,980 


= 130,088 
6 187,616 
aS 132,375 
iS 30,257 


480,336 


vk 220,644 


=f 116,680 
es 24,756 


a 74,457 
- 37,500 


253,393 


ae $ 32,749 


ae (1¢) 


EARNINGS 


1973 


is $819,277 
A 32,749 


$786,528 


Pais nes) LN ET 


1972 


$567,074 
10,274 


577,348 


130,839 
143,606 
77,754 
31,443 
383,642 


193,706 


147,122 
18,916 


20,279 
37,500 


223,817 
$ 30,111 


(1¢) 


1972 


$849,388 
30,111 


$819,277 


CONSOLIDATED STATEMENT OF SOURCE“AND 
APPLICATION OF FUNDS 


YEARS ENDED DECEMBER 31, 1973 AND 1972 


1973 
Source of funds: ee 
Cash income from operations: 23.50.00. ee $ 220,644 
issue Of Common, shares ee ee oc eae ene ree 2,097,274 
Issue of long term debt 
5% - 72% convertible debenture .................... 4,500,000 
Banksloari nce tater e ieee ee re Ree, 1,303,661 
Notes payable: c3er oe Na PP ots Cia ae ee 
Sale of oil and gas properties’) Gs ae a ee 959,071 


9,080,650 


Application of funds: 


Investment in shares of subsidiary company ............. 1,182,200 
Add working capital at date of acquisition ............... 85,831 
1,268,031 
Reduction of fong:term debt:).. nie i as ene 4,028,154 
Expenditures on property and equipment — 
Drilling and exploration ........... Pe edal Dado ea hee cake ae 1,204,535 
Acquisition. costs and rentals: ici) Soe oe 321,323 
Production and other equipment ..................0. 435,930 
Investment in Panarctic Oils Ltd. ............ ASCE A te 900,627 
Debt discount and financing costs ..................... 496,530 
Employee Stock Purchase: Planevcs 2c 3 osc. oo A, 170,333 
Investment in North Sea Petroleums Limited ............ 99,275 
8,924,738 
Increase in Working Capitales oy yuicse yeah oe es $ 155,912 


See accompanying notes. 


$ 


1972 


193,706 
12,089,950 


167,000 
3,500,000 


135,000 


16,085,656 


14,390,000 


(105,079) 


14,284,921 ~ 
649,834 


382,264 
252,913 
59,700 


47,617 
3,609 


15,680,858 


$ 


404,798 


11 


12 


NOLES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1973 


1. Basis of consolidation 
The consolidated financial statements include the accounts of the Company and all its 


_ subsidiaries. 


Prior to 1973, the Company owned 35% of the outstanding common shares of Red Deer 
Minerals Ltd. acquired at a cost of $324,000. On February 19, 1973, the Company acquired the 
remaining outstanding common shares of Red Deer Minerals Ltd. in exchange for 195,405 
common shares of the Company at a stated value of $1,182,200. 

This acquisition has been accounted for as a purchase and the cost of the investment 
therein which amounted to $1,506,200 has been reflected in the consolidated balance sheet as 
follows: 


Oil and gas properties — 


Net book value in Red Deer Minerals Ltd.......... $560,288 
Adjustment to bring properties to fairvalue ....... 284,045 $ 844,333 
Shares of Canada Northwest Land Limited — 
Cost to Red Deer Minerals Ltd. ................. 279,766 
Adjustment to bring shares to fairvalue .......... 437,159 716,925 
Production and other equipment ................. 24,177 
SINCE ASSOLS whet re en eR oa a eo 6,596 
1,592,031 
Less working capital deficiency .................. (85,831) 
$1,506,200 


At December 31, 1973 Red Deer Minerals Ltd. held 69,850 common shares of the 
Company which are deducted from the issued share capital on the consolidated balance sheet. 


The Company has entered into a corporate joint venture, North Sea Petroleums Limited, 
which is engaged in the exploration for and development of petroleum resources in Europe. 
The properties held by the corporate joint venture are still in an exploratory stage and 
accordingly the Company’s investment is carried at cost which represents its equity in the 
undeveloped properties. 


2. Accounting practices 


The companies follow the full-cost method of accounting wherein all costs relative to the 
exploration for and the development of oil and gas reserves, whether productive or non- 
productive, are capitalized and depleted on the composite unit-of-production method based 
On estimated proven reserves of oil and gas. Depreciation of production equipment is provided 
on the composite unit-of-production basis. 


3. Long term debt 


The 7%% Convertible Debentures, Series B, are due February 23, 1985 and are 
convertible into common shares of the Company at $4.11 per share to February 23, 1977 and 
$7.87 per share to February 23, 1982 and are redeemable at the option of the Company at 
105.5 commencing in 1975 and thereafter at prices varying to par in 1985. The Trust Indenture 


contains restrictions concerning, among other things, the incurring of additional debt and the 
payment of dividends and also provides for annual sinking fund payments of $50,000 
commencing in 1975. Under the terms of the Series B Debentures, the payment of interest 
thereon may be deferred until 1975. 

The $4,500,000 5%-7%% Convertible Debenture was issued in 1973 for a cash 
consideration of $4,050,000. The Debenture is due on September 15, 1993, is convertible into 
common shares at $9.50 per share to September 15, 1983 and is redeemable at the option of 
the Company after September 15, 1974 and prior to September 15, 1983 at par, and thereafter 
at prices varying from 107.5 to par in 1993. Interest on the Debenture becomes payable 
commencing September 15, 1975, at 5% per annum to September 14, 1983 and thereafter at 
7%”% per annum. The Debenture discount of $450,000 is being amortized over the two year 
interest free period. The Trust Indenture provides for annual sinking fund payments in the 
amount of $450,000 commencing September 15, 1983. 

The Debentures are secured by floating charges on all of the Company’s ee 
property and assets, both present and future. 


The bank loans are secured by certain oil and gas properties and bear interest at %% in 
excess of the prevailing prime bank interest rate which was 912% at December 31, 1973. 


1973 1972 
Non-interest bearing demand notes ............... $3,500,000 
72% Convertible Subordinated Debentures 
i See: ABs eae) eat ee eee es area: : 255,000 
Series B (including deferred interest 
of $144;530;1972 — $107,090) 90s: $ 644,530 607,030 
5% - 7%2% Convertible Subordinated Debenture ..... 4,500,000 
Bank loans repayable in estimated 
monthly instalments of $30,000 ................. 1,793,661 490,000 
Non interest bearing notes due $33,154 annually .... 265,230 298,384 
7,203,421 5,150,414 
Less amounts due within one year ................ 393,154 153,154 


$6,810,267 $4,997,260 


4. Share capital 


During the year the Company issued 299,947 common shares for a total consideration of 
$1,647,268 as follows: 


Number 
of shares Amount 
On acquisition of the shares of 
Red Deer Minerals Ltd. (Note 1) ................ 195,405 $1,182,200 
On conversion of Series A Debentures ............. 62,042 254,993 
For cash: 
On exercise of StoCk:Options 0. es ee 17,000 32,850 
Under the treasury stock purchase plan.......... 25,500 177,225 


299,947 $1,647,268 


626,939 shares of the Company’s common stock were reserved at December 31, 1973 
as follows: 
9,500 shares for options granted to officers, of which options on 6,000 shares are 
exercisable at $1.55 per share to December 31, 1975 and options on 3,500 shares are 
exercisable at $6.95 per share to December 31, 1978. 
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22,100 shares for options granted to employees, of which options on 8,000 shares are 
exercisable at $1.55 per share to December 31, 1975 and options on 14,100 shares are 
exercisable at $6.95 per share to December 31, 1978. 

121,655 shares for the conversion of the 72% Convertible Subordinated Debenture, 
Series B. 

473,684 shares for the conversion of the 5% - 72% Convertible Subordinated Deben- 
ture. 

The Company has established a Treasury Stock Purchase Plan under which a maximum 

of 29,700 common shares have been approved for purchase and immediate resale by a 
Trustee to key employees at the average sale price of the Company’s shares on the date of the 
transaction. During the year 25,500 shares were sold to the Trustee and resold to employees 
under the Plan for $6.95 per share. The balance of the purchase price still receivable at 
December 31, 1973 amounted to $170,333. 


5. Income taxes 


At December 31, 1973 the companies had drilling, exploration and property acquisition 
costs of approximately $6,200,000 available to be applied against future income. 


6. Remuneration of directors and officers 


During the year ended December 31, 1973 the aggregate remuneration of the eight 
directors in their capacity as directors was $5,900 and the remuneration of the five officers in 
their capacity as officers was $93,800. Four of the officers are directors. 


7. Commitments 


The Company has issued non interest bearing demand notes and letters of credit to the 
Government of Canada and others as security for the performance of work obligations by the 
Company in respect of normal exploration activity. At December 31, 1973, the aggregate of 
such obligations amounted to approximately $460,000. 


AUDITORS’ REPORT 


To the Shareholders of 
Canada Northwest Land Limited. 


We have examined the consolidated balance sheet of Canada Northwest Land Limited and its subsidiaries as at 
December 31, 1973 and the consolidated statements of income and retained earnings and source and application of 
funds for the year then ended. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at 
December 31, 1973 and the results of their operations and the source and application of their funds for the year then 


ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Calgary, Canada. 


CLARKSON, GORDON & CO. 
February 15, 1974. i 


Chartered Accountants. 


permit in 1973 so part of the Hilda 
reserves were released and placed under 
contract to TransCanada PipeLines 
Limited. This contract has a starting price 
of 26¢ per Mcf. escalating 1¢/Mcf. per 
year, with price redetermination to take 
place during 1974 and every two years 
thereafter. Gas reserves still under con- 
tract to Pan-Alberta are in the Tweedie 
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area of central Alberta and at North Hilda. 
These contracts now provide for starting 
prices of 39¢ per Mcf. (1¢/Mcf. higher 
than the earlier contract), escalating 
1¢/Mcf. per year. Pan-Alberta is planning 
to sell gas to California and Quebec gas 
utilities if permission can be gained. 
Subsequent to the year end, other 
operators were able to renegotiate older 
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export contracts with other pipelines to 
56¢ per Mcf. This is a new high price level 
for Alberta gas and may be of some 
assistance to our Company in renegotia- 
ting prices with TransCanada PipeLines 
Limited this year. Our Company also has 
shut-in gas reserves estimated to contain 
20 Bcf. at Westlock and Gambling Lake, 
both in Alberta, which are not yet com- 
mitted. 


Drilling and Acquisition 


During 1973 the Company participated 
in a drilling program of 53 holes, of which 
42 were gas wells and five oil wells. In 
addition, we granted land options on four 
holes, all of which were dry. In 1974 our 
program will be larger as development 
continues on gas reserves, and as our 
foreign exploration program accelerates. 


In the Hilda area in 1973, our Company 
acquired an additional 6,500 acres on the 
east side of the block and by merging 
15,000 acres and seven wells into the 
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Medicine Hat Hilda gas unit on the west 
side of the block, gained a 28% interest 
in 35,000 acres and 25 wells. This unit 
commenced production in January 1974. 
During last Fall, in the eastern portion 
of the block, our Company and partners 
drilled the first eight gas wells of a multi- 
well program to be completed in the 
spring of 1974. It is expected that this 
portion of the block will start production 
by mid 1974. 


Our Company and partners drilled 
three wells on the Tweedie block, 
resulting in two gas wells and one dry 
hole. The group dropped approximately 
5,700 acres and acquired 14,400 acres. At 
present four wells are producing gas 
being sold to the Athabasca Tar Sands 
plant at McMurray. 


Six holes were drilled at Comrey, 
Westlock, Gambling Lake and Pendor, all 
in Alberta, resulting in four gas wells. 
Pendor and Comrey gas is being sold to 
Canadian Montana Gas Co., who are now 
paying 23%¢ per Mcf. In Saskatchewan, 
three oil wells and a dry hole were drilled 
at Hume and two oil wells at Lucky Hills. 
While both areas have additional 
locations, further drilling must wait for a 
Clarification of Provincial government at- 
titudes towards private industry. 


RESERVES 


The Company’s net reserves of oil and 
gas at the end of 1973 have been es- 
timated as follows: 


1973 1972 
Oil (barrels) 
PrOV6N GAs igi 2,035,600 2,190,100 
Probable ae. s 770,000 617,900 
TOTALS See 2,805,600 2,808,000 
Gas (MMctf.) 
Proven? i is23 135,794 129,154 
Probable ...... 11,877 W186 77 
TOTAL zaiee 


147,671 141,031 


FINANCIAL 


Gross revenues increased by 21% to 
$701,000 due to new production at 
Tweedie, Comrey and Hume, and to 
higher oil prices. The average price 
received for crude was $3.35 a barrel 
compared to $2.64 in 1972. Further in- 
creases will be reflected in 1974 accounts. 
Cash costs rose 25% due to increased 
interest charges and administrative costs 
while cash flow increased by 14% to 
$221,000. Higher non-cash charges 
because of amortization of the discount 
on a debenture sold during the year, 
offset the cash flow increase and the net 
loss for the year was $33,000 compared 
with $30,000 last year. 


In 1973 the Company spent $2,962,000 
on exploration and production facilities 
compared to $695,000 in the year 
previous. In addition, it retired $4,028,000 
of various notes and production loans. 
Funds for these expenditures were 
derived from cash flow, the sale of various 
assets, including a minor interest in the 
Hilda gas reserves and of the Benson oil 
wells in Saskatchewan, the private sale of 
a $4.5 million convertible debenture 
(described in the notes to the financial 
statements), and bank loans. The 1974 
program could cost $3,200,000 and funds 
for these expenditures are expected to be 
provided from production loans and cash 
flow. 


OTHER 


The year has been the most exciting 
One in the Company’s recent history. Our 
Company has faced many challenges and 
it is a tribute to the hard work and devo- 
tion of our employees that we end up the 
year stronger than at the start. 


We expect that challenges will continue 
to present themselves to us. Armed as we 
are with a capable staff and a steadily 
improving financial position, we are confi- 
dent that we can turn them to the Com- 
pany’s best advantage so as to continue 
its growth and profitability trends. 


Subsequent to the year end, Mr. 
Murray M. Sinclair of Toronto, resigned 
from the Board due to the pressure of 
other business. Mr. Sinclair has been a 
Director since January, 1969 and his 
presence will be missed on our Board. Mr. 
George G. Ross of Montreal, will be 
nominated to replace Mr. Sinclair, at the 
annual meeting. 


if 


H.G. GAMMELL, 
President. 
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CANADA NORTHWEST LAND LIMITED 


Consolidated Statement of Source ARS52 


and Application of Funds 
(Unaudited) 


SIX MONTHS ENDED 


June 30th, 1973 *June 30th, 1972 
Source of Funds: 


Cash income from 


vad 
rz \ 
ra \ 
operations $ 90,120 $ 76,055 \ 
Issue of common shares 1,376,050 847,945 \ 
Note payable 46,000 \ 
Bank loans 650,000 227,000 \ 
Refundable deposits 9,465 \ 
Sale of property and : 
equipment 35,528 82,508 \ 
$2,161,163 $1,279,508 | 
Application of Funds: - 
Investment in shares of cae | 
subsidiary $1,191,162 $ Sse 
Less working capital eG) 9 Rs ) 
(deficiency) at date of me A ro 5a | 
acquisition (85,502) So: Woe | 
= 9 
$1,276,664 See | 
Expenditures re acquisition te ee 
of su 21,670 12,867 mo oO 
Investmen Panarctic Oo AD 
Oils Ltd 400,779 Sime | 
Conversion of Series A 
Debentures 


161,000 125,000 
Expenditures on proper 


and equipment — 
Drilling and exploration 


100,041 139,515 
Acquisition costs and 


| . 
<i | 
rentals 189,896 173,170 | 
Production and other oe ; 
equipment 35,409 68,483 
Non-interest bearing note 4,600 +3130000 j 
Financing costs 48,604 37,6 


\ 
’ » 
Refundable deposits 10,452 


$2,538,663 $ 880,254 


Increase (decrease) in 


working capital ($ 377,500) $ 399,254 


Working capital (deficit) as 


at December 31st 425,715 (31,500) 


t 
Working capital as at 


‘\ 
June 30th $ 483215 $ 367,754 


* Restated. 


period to September 1974. In return for tying up the gas CANADA NORTHWEST LAND LIMITED 


TO OUR SHAREHOLDERS: 
for this additional period, Pan-Alberta have offered a 1¢ Consolidated Statement of Income 


By the end of the first six months of 1973 gross Mok oe Mob in Pilea Ie eae Rate! (Unaudited) 
revenues and cash flow were both up 18% due primarily eee Re ae {O78 se, ae ane remnic! 
to better crude oil prices. During the first half, manage- : : 2 F 
Sant had commenced preparing an issue of convertible increase in the following three years. Our Company has SIX MONTHS ENDED 
debentures to be soldsto the public which subsequently not made a decision yet to extend the contract. An June 30th, 1973 June 30th, 1972 
was cancelled due to poor market conditions. The costs important conse aton to management in making this Revenue: 
had to be absorbed in the first half income statement decision is that the 45% increase in price over current 
rather than capitalized and as a result of this, as well as contract prices in the area has the effect of tates US Oil and gas sales and other 
higher depletion charges, the net loss for the period Haein eaitine nas Bees cas anaic stecice A operating revenue $ 294,989 $ 250,227 
sai 00 tom $8 0ULMast yeahs Oul-Company has the same manner and therefore, security of supply for Investments 2,507 2,097 


adequate financial resources available.to it to complete : 
\ future Canadian needs appears well covered. 


its foreseeable cash needs. . 
x $ 297,496 $ 252,324 
. 4 : : A 45% interest in Company-held permits on south SS gl 
C his Sein alah Gee sa oe rae seat sae Ellesmere Island in the Canadian Arctic has been 
et aie Be Grillitg one hole L ieiiagerise in the faired Urs ORs i02)0 glee on nenyen no mam antaln eile 
a Aber F f : them for their remaining life. This is a similar type : 
vena pe ines: a ee RUPEE PARDO janmoui to thati madelon thet Lodaneedtisiand permits Operating expense $ 56,490 $ 58,837 
= Agia EASE Lod Si ht et ce a ox last year. Exclusive of its interest in Panarctic, our General and administrative 
field on Melville Island. In this hole, partners are \ Company now has no work obligations in the Arctic 
contributing much of the cost of the deep drilling. P : expense (net of man- 
NS agement fees) 107,150 60,577 
Sj th fartrar th earmour Company has toare % In the North Sea, the BP group has announced a 
eae ithe arilling Bees aise in Mesa nee of poceCOMOR NE Taw Mom oc sS Sa iined een ggdstl RAG RSS tae ce 
which are gas wells. Two successes were drilled at our group’s Block 3/7. It is expected that the hole will be ieee 28.238 41.888 


; : started in August. Burmah Petroleums Ltd. are also 
ae ee Use Hee ere eee reported to be planning to drill a hole on their Block 3/3, 
pee ake ‘ a northeast offset to 3/7, during the second half. The $ 207,376 $ 176,269 


ee ees tuleresis lip sixseections varying. irom continued intensive activity and rate of discovery in the - oo 
Ree ewe timesol; printings tie Company northern part of the Neercee are greatly Snceuracine saan ies a 
was drilling a development hole at Hilda in the Medicine to industry and expectations are very high there. North Cash income from operations: $ 90,120 $ 76,055 


Hat gas field and another hole was being drilled by f the 58° ilel in UK t i 
others on a farmout in the North Lait area in southern © 2 pa SINE A US SEEM URINE UNGER 


discoveries or extensions appear to have been made Deduct: 
Alberta. ; fae 
this year. Seven holes are currently drilling and seven- 
teen more holes are slated to be drilled over the next Depletion, depreciation 
During the remainder of the year our Company will be eighteen months. and amortization of 
participating in development drilling programs at Hilda, financing charges 128,904 65,453 
Tweedie and Westlock to define reserves and Two holes are currently being drilled by major oil : 
producibility prior to the construction of gas gathering companies within ten miles of the Company's south Deferred interest 18,750 18,750 
and compression facilities. As many as 20 wells could Sicily permit 
be completed before the year end. At Hilda, 6,400 acres , $ 147,654 $ 84,203 


of additional proven gas acreage has been acquired. 
Rising demand for gas and oil continued to exert 


upward pressure on prices in the first half. It is an- Net loss for the six months $ 57,534 $ 8148 


Our Company has substantial gas reserves under 
conditional contract to Pan-Alberta Gas Ltd. This com- 
pany completed its application for gas export from 
Alberta to the Energy Resources Conservation Board in 
May and is now awaiting a decision. If the decision is 
favourable, Pan-Alberta will then apply to the National 
nergy Board for permission to export this gas from 
Canada. This decision may not be made before the end 
af September, 1973 as was required by Pan-Alberta’s 
gontract with our Company and, therefore, Pan-Alberta 
have requested a one year extension of the commitment 


ticipated that this will continue and intensify in future. In 
1972 the average price for crude oil sold by our 
Company was $2.64 a barrel. In 1973 the average price 
is expected to be close to $3.45 a barrel, if the most 
recent 40¢ a barrel increase holds. 


H. G. GAMMELL, 
President. 


July 31, 1973. 


